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Resins Suppliers Navigate in Uncertain Times 

by Cynthia Challener JCT COATINGSTECH, Contributing Writer 
February 2005 

1, rnpidly evolving ma,ket
conditions for paint and coating 
resins have left many manufacturers 
in a diffi ult situation. High raw 
material costs and shortages of key 
commodity chemicals and other an
cillary goods such as steel and alu
minum have already begun to have 
a significant impact on the industry. 
These economic factors and the re
cent exemption of tertiary butyl ace
tate have diminished the impact of 
ever-increasing VOC restrictions and 
other regulatory pressures as the 
main issue for the coatings industry. 
Most analysts do not expect the 
conditions to be alleviated in 2005. 
Suppliers of resins to the paint and 
coatings marketplace must react 
quickly and decisively in order to 
remain successful during this chal
lenging period. 

All of this turmoil has happened 
against a backdrop of major acqui
sitions activity in 2004 that has 
also contributed to a changing 
landscape of the coating resins 
marketplace. Apollo Management 
purchased the resins business of 
Eastman Chemical, The Lubrizol 
Corporation acquired Noveon Inc., 
Cytec Inc. expects to close soon on 
its deal for UCB's Surface 
Specialties business, New Zealand's 
Nuplex bought Akzo Nobels' 
Coating Resins operations, and 
DSM recently announced that it 

has agreed to acquire Avecia's 
NeoResins business. 

Apollo Management greatly in
creased its holdings in resins for 
coatings when it acquired Eastman's 
acrylate ester monomers, compos
ites ( unsaturated polyester resins), 
inks and graphic arts raw materials, 
liquid resins, powder resins, and 
textile chemicals businesses for 
$215 million. Apollo previously ac
quired Shell's resins business and 
named it Resolution Performance 
Products. The Eastman operations 
have been named Resolution 
Performance Materials, raising the 
question as to whether or not 
Apollo will combine the two into 
one entity. Such a company would 
have annual sales of about $1.6 bil
lion and be well positioned in most 
resin technologies. Apollo also ac
quired Borden Chemicals in 2004. 
"Apollo Management's roll-up of 
three fairly different resin busi
nesses is the most significant be
cause it shows a private equity play 
that seems to be building scale and 
not just tearing cost from the tar
get," notes Michael D. Brown, vice 
president of The ChemQuest 
Group, a management consulting 
firm located in Cincinnati, OH. 

The Lubrizol Corporation ac
quired Noveon International for 
$1.84 billion in June 2004. With 
the addition of Noveon, the corpo-
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ration's product portfolio includes 
additives for transportation and in
dustrial lubricants; additives and 
specialty resins for paint and coat
ings; inks and graphic arts; electron
ics; specialty paper and adhesives; 
ingredients for personal care prod
ucts, food and beverages, and com
pounds used in the manufacture of 
specialty plastics. The Noveon divi
sion will concentrate on specialty 
chemicals and materials for myriad 
uses and will include two busi
nesses geared towards the coatings 
industry-Resins & Polymers and 
Specialty Additives-each with its 
own set of technologies and appli
cation areas. The acquisition makes 
Noveon one of the world's largest 
suppliers of both additives and spe
cialty resins. "The combining of 
Lubrizol's and Noveon's coatings 
businesses was not just a combina
tion of product lines; it was a meld
ing of technology and capabilities, a 
balancing of geographic coverage, 
and the building of a broader, more 
valuable set of solutions for the cus
tomer," says Jim Stephanadis, global 
business director, Resins & 
Polymers, Performance Coatings, 
within the Noveon division. 

Cytec is buying the Surface 
Specialties business of UCB for $ 1.8 
billion, which will more than dou
ble the sales of the company from 
approximately $ 1.5 billion to $3.3 
billion. Cytec will maintain the 
same organizational structure, with 
Ben Van Assche remaining CEO and 
headquarters staying in Belgium. 
For Cytec, the acquisition provides 
"critical mass" and a broad base of 
technology in both resins and addi
tives for the coatings industry and 
other markets, according to the 
company. "Cytec's acquisition is in
teresting in that two resin suppliers 
of 'crosslinking' technology have 
combined to provide a bigger, more 
diverse offering," says Mr. Brown. 
"Rumor is that they will combine 
the melamine businesses of both 
and spin the combo off into a new 
company-a rather significant move 
within the automotive OEM coat-
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ings value chain where these materi
als are a key ingredient." 

New Zealand coating and ink 
resins company Nuplex Industries 
has agreed to purchase the Coating 
Resins business of Akzo Nobel for 
$137 million. Akzo's UV/EB Resins 
business has been sold to Cray 
Valley, and its Printing Ink Resins 
merged with the Pine Specialties 
business of Eka Nobel. Akzo will 
use the proceeds to improve its cash 
position and "create room to ma
neuver," according to the company. 
Nuplex has made several acquisi
tions in 2004 and invested heavily 
in China as well, including the pur
chase of Chinese resin manufacturer 
Foshan Veeya Chemical. The acqui
sition of Akzo Nobel Resins will 
transform Nuplex from a strong re
gional player into a major resin 
manufacturer with a strong position 
in emerging markets in Asia. 

DSM announced in December 
that it has agreed to purchased 
Aveda's NeoResins business for 
$681 million. NeoResins, which 
will be incorporated into DSM's 
Coating Resins group, will provide 
synergies in technology, markets, in
novation, and purchasing, accord
ing to the company. DSM Coating 
Resins also agreed earlier in 2004 to 
acquire industrial coatings manu-
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facturer Hiittenes-Albertus 
Lackrohstoffe (Hal), a part of 
Hiittenes-Albertus Chemische 
Werke. 

Several representatives of the 
coating resins industry discussed 
the state of the market with JCT 
COATINGSTECH. Their comments are 
presented below. Participants in
cluded: Steven Nerlfi, a consultant 
with market research firm 
Kusumgar, Nerlfi & Growney; 
Michael D. Brown, vice president of 
management consulting from The 
ChemQuest Group; Henry Bunch, 
business director of EPS/CCA; Phil 
Charbonneau, director-America, 
with Synthomer; Carlo Spaniol, 
global marketing manager for coat
ings with Dow Epoxy Products & 
Intermediates; Lee Orr, commercial
ization manager for coatings and 
inks with the United Soybean 
Board; Bill Sparks, business man
ager, Functional Polymers, for BASF; 
Cindy Fruth, market manager and 
Greg Ross, sales manager, both with 
Johnson Polymer; Deborah 
Hensley, global business manager 
for resins within the paint and coat
ings business and Jim Stephanadis, 
global business director, Resins & 
Polymers within the Performance 
Coatings Group of The Lubrizol 
Corporation's Noveon business di
vision; Wim Vanderghinste, market 
manager Radcure-Industrial 
Coatings Americas for Surface 
Specialties UCB; Robert Skarvan, 
sales and marketing services man
ager for Akzo Nobel Resins; and J.R. 
Rusty Johnson III, North American 
marketing manager, architectural 
binders, with Rohm and Haas 
Company. 

JCT: What are the major jssues
fadng coating resjns manufac
turers today? What are the 
challenges and opportunjties 
that these jssues pose? How 
js the jndust,y respondjng? Steven Nerlfi, Kusumgai; Nerlfi & Growney: Rising energy, raw mate

rial, and transportation costs have 
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reduced profit margins to minimal 
amounts for resins manufacturers, 
who up until recently have had dif
ficulty pushing through price in
creases. Paint formulators have tra
ditionally had the largest profit 
margins in the industry, and resin 
producers need to educate the paint 
companies on the untenable situa
tion that exists today. Paint compa
nies will eventually have to accept 
the increases because they do not 
want to sacrifice the long-term rela
tionships that they have built with 
their resin suppliers. Michael D. Brown, The ChemQuestGroup: The economy has become 
the major issue for the paint and 
coatings industry and its suppliers. 
Recent shortages and price increases 
are troublesome in a market known 
for thrifty buyers. The acrylic chain, 
and acrylic acid in particular, is in 
very tight supply. Steel is also in de
mand. Plants are running at full ca
pacity and cannot meet the ever
growing demand from Asia, where 
OEM production has been shifting. 
Everyone is competing for material 
from existing sources in Europe and 
North America. Some of the short
age may be attributable to the 
lengthy supply chain, but there is a 
growing middle class in China and 
�ndia that is very likely increasing 
its demand for goods and services. 
Therefore, it appears that the short
ages are rather structural in nature, 56 February 2005 

meaning they could 
be with us for some 
time. Henry Bunch, EPS/ 
CCA: We agree that 
pricing of raw mate
rials and availability 
of select materials 
are the primary fac
tors affecting the in
dustry today. We 
have seen prices in
crease over the past 
two years, and, in 
the past several 
months, these in-
creases have acceler

ated and allocations for acrylic 
monomers have been enforced. All 
indications are that this will con
tinue in 2005 as significant in
creases were announced for January 
1 and order control limits are get
ting tighter. We have been forced to 
react in kind, with pricing increases 
and potential order control. Since· 
the shortages are global in nature, it 
will be incumbent on monomer 
producers to increase output to turn 
this situation around. The only 
other alternative is that escalating 
prices diminish demand to fall in 
line with the available supply. Phil Charbonneau, Synthomer: 
Monomer availability is a continu
ing challenge for the industry but 
there now seems to be a light at the 
end of the tunnel, albeit not a 
bright light. When it comes on, ad
di_tional raw material availability 
will help to stabilize market prices. 
Obviously an ongoing weak U.S. 
dollar complicates the issue and I 
�on't see a strengthening USD any
time soon. The good news is that in 
turbulent times there are opportuni
ties for companies to redefine them
selves as they adjust to market con
ditions. Strong companies will get 
stronger, weak companies will get 
weaker (or simply go away), and 
the niche players will have to rede
fine their niche. Carlo Spaniol, Dow: The stronger 
than expected economic recoveries 

in 2004 have resulted in demand 
growth higher than the historical 
trend line of 4-5% globally. We ex
pect ongoing strong demand from 
all sectors and regions as we move 
into 2005. Due to this continued 
growth and the fact that no signifi
cant new capacities have come on
stream, there is a tight supply/de
mand balance that is placing 
upward price pressure on resins. 
The market will need time to build 
new capacity in order to address the 
current imbalance, by bringing sup
ply in line with demand. 

. In addition, persistently high oil
pnces and stronger demand in 
other segments have affected the 
availability and prices of intermedi
ates for epoxy resins. The result is 
that margins have been significantly 
eroded to unsustainable levels. 
Stronger margins are needed to sup
port the investments that will in
crease industry supply capabilities. 
�nfort�nately, we do not see any 
immediate relief on hydrocarbon 
costs or industry balance. We expect 
the market to remain tight for the 
short to medium term. Cindy Fruth, Johnson Polymer: Raw 
material costs and limited availabil
ity will cause resin producers to 
c_hange how they promote and posi
tion technologies. The reality that 
some technologies cannot be "af
forded" may happen. It may also 
force more coating activities to 
lower labor cost markets. We are 
a�ready seeing this trend as compa
mes start operations in Asia. Custo
mers of the coating resin suppliers 
need to raise their prices to help 
move the industry back to health. 
They need to educate their cus
�omers on the issues facing the coat
mgs market. For example, OEM 
manufacturers like the Big 3 auto
makers are demanding reductions 
year after year, which squeeze the 
margins for the coating manufacturer. Jim Stephanadis, Noveon: Similar 
issues and problems existed in the 
mid-to-late 1970s. Care must be 
taken by the industry that reaction 
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does not lead to a rapid expansion 
of capacity or we will rapidly fall 
back into a situation of oversupply 
and prices falling back through the 
floor. In addition to the regional 
regulation issue, changing world 
economies are heavily impacting 
supply and demand-China, for 
example. Bill Sparks, BASF: While raw ma
terial pricing and supply imbalances 
are crucial issues, regulatory pres
sure also remains a significant issue 
for the industry. It is a great concern 
that the regulations are not uniform 
across the country. Paint companies 
will have regional formulations 
where the lower VOC limits cause a 
significant compromise of perform
ance; this will add complexity and 
c�st. The paint consumer is not cog
mzant ofVOC regulations; however 
the technologies which make low

VOC possible also enable paint 
manufacturers to make environ
mentally friendly paints, which are 
marketed for their "healthy" attrib
utes such as low odor and low toxi
city. Reducing organic solvents in 
paints is also an economically ad
vantageous strategy especially when 
oil prices are at record highs. Deborah Hensley, Noveon: We 
agree that regulations also are a 
prevalent issue. We need to consider 
all the major regions of the world, 
including Asia, and regulations vary 
depending on the region and the 
particular substance involved. So, 
for global companies, understand
ing and meeting these regulations is 
challenging. Finally, reducing voe
levels is an area of focus and some
thing that, in part, is driving our 
product development. Robert Skarvan, Akzo Nobel Resins: 
Clearly the most significant issue we 
are faced with as an industry is 
managing the bottom line in the 
face of exploding raw material costs. 
2004 was a robust year from an 
overall demand standpoint; how
ever, raw material cost escalation 
and supply concerns hugely over-
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shadowed what normally would be 
considered a good year. As our cus
tomer base is faced with similar cir
cumstances, the opportunity to pro
vide them with value added 
solutions has become all the more 
challenging. 

As globalization is a significant 
issue for the coatings industry, it is 
also a significant issue for the resin 
industry. As large OEM coating cus
tomers demand consistent, high 
quality supply to their factories in 
places like Asia and South America, 
global resin sourcing has moved 
into the spotlight as a critical issue. 
As a result, more than ever, coating 
chemists have to not only address 
potential global supply of new raw 
materials when putting together 
new paint formulas but also allow 
for the fact that raw material costs 
change daily! 

Lastly, the resin industry is chal
lenged to provide a wide variety of 
coating solutions in a constantly 
changing patchwork of global, na
tional, and regional regulations. The 
recent allowance of tertiary butyl ac
etate as an exempt solvent and 
butyl cellosolve's removal from the 
Hazardous Air Pollutant (HAPs) 
list, all within the same month, ex
emplifies how quickly things 
change and resin manufacturers 
need to react. Rusty Johnson, Rohm and Haas Company: Historically, sales of archi
tectural paint mirror GDP growth 
rates, and 3-5% growth per year is 
good, especially if 
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makes it difficult to generate growth 
and returns that keep the financial 
community/shareholders happy. 
Globalization also means there are 
more players vying for the same 
piece of the pie in each region of 
the world. Technologies move, 
products move, different loyalties 
and alliances are established, and 
most of this leads to more pressure 
to reduce costs and selling prices. 

Industry consolidation of paint 
producers and outlets for paint has 
also impacted the architectural seg
ment, leading to greater buying 
power in the hands of a few, which 
drives margins down. Lastly, the 
segmentation of the architectural 
paint market has shifted from being 
dominated by do-it-yourself busi
ness to contractor business. 
Currently, the paint company and 
company owned stores own the 
contractor segment, while the big 
boxes and mass merchandisers are 
struggling to try and gain share of 
the contractor segment. This strug
gle for market share at times causes 
paint companies to delay increases 
in paint prices even though they 
may be sorely needed in order to 
maintain market share. 

JCT: What do you see as the major
growth areas for coatings 
resjns? What are the drivers? Carlo Spaniol, Dow: First of all, 

booming demand for ships and 
containers has triggered significant 

you consider that 
over the past 10 
years the number 
of companies com
peting globally for 
the available busi-

U.S. Market for Coating Vehicle 
(Resins and Associated Crosslinking 
Agents)a 

ness has increased. 
There is an excess 
of resin and paint 
capacity in the 
global market. Too 
much capacity 
chasing moderate 
growth demand 

Year
Volume, 

biUion d lb 

1996 . . . . . . . . . . . . . . . . . . . 4.2 
2001 ................... 4.57 
2003 . . . . . . . . . . . . . . . . . . 4.76 

· · · · · · · · · · · ....... 5.0 

(a) Source: Kusumgar, Nerlfi & Growney. 
(b) Estimate. 

Value 
$ billion 

$4.1 

$4.4 4 
$4.62 
$4.71 
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additive makers to design resins 
that will provide the functionality 
and performance desired by coat
ings producers. Efforts are largely 
focused on developing resins for 
coatings with higher and higher 
solids content that have more inher
ent functionality so that less coa
lescing agents and/or additives are 
necessary for achieving appropriate 
flow and leveling properties of the 
final coating formula. Resins with 
better pot life and application time 
are also being developed so that the 
end-user has more flexibility in ap
plying the paint ( easier to correct 
mistakes). Resins that provide less 
yellowing and better weathering ca
pabilities are also in demand. 
Because there is a fairly set collec
tion of monomers available for use 
in coatings resins, producers must 
rely on advances in polymerization 
technology that allow for the fine 
control evaluate of ratio and con
nectivity of the monomers to obtain 
resins with the desired properties. Lee Orr, The United Soybean Board: One responsibility of the 
United Soybean Board is to oversee 
the development and commercial
ization of soy resins to be used in 
coatings, stains, and sealers. We rep
resent the soybean farmers of 

America and fund programs to grow 
soy use in coatings. In the last sev
eral years, there have been many de
velopments in new soy-based resin 
technology for coatings and stains 
applications. New energy-saving 
soy-based roofing coatings have 
been developed to meet energy re
duction initiatives. Soy-based stains 
and sealers are now available with 
deep penetrating power to provide 
long lasting performance on wood, 
cement, and fiber board. 

The United Soybean Board con
tinues to fund product development 
for new soy-based resins in architec
tural latex paints in order to provide 
low-VOC, low odor, cost effective 
resins. Work also continues to de
velop new soy-based resins which 
will meet proposed guidelines by 
the USDA for preferred procure-

1 ment of bio-based products. Wim Vanderghinste, Su,face Specialties UCB: UV technology is 
starting to make a presence in the 
auto refinish market, with two to 
three coating suppliers making 
product launches now. While still in 
an early stage, the concept of using 
UV in a process where productiv
ity-and especially process or dry
ing time-is critical makes a lot of 
sense. In a different area, UV water-

borne technology is starting to 
break through in the wood market, 
again because of processing and 
regulatory benefits. Robert Skarvan, Akzo Nobel Resins: 
Technical efforts in the last few 
years have produced significant ad
vances in waterborne self-crosslink
ing chemistries, alkyd and acrylic 
dispersion chemistries, and higher 
solids and higher performance 
acrylic polyols. Michael D. Brown, ChemQuest: 
Speaking of nanotechnology, a 
small company named ElizaNor 
Polymers has produced core/shell 
resins with particle size at the 
nano-scale. These resins have very 
low viscosity and thus reduce the 
need for solvents (VO Cs), yet have 
film properties comparable to 
more viscous higher molecular 
weight resins. The inside of the 
nanoparticle is made of high mo
lecular weight polymers and is 
hard, while the outer shell is soft. 
The nanoparticles react when 
sprayed onto a substrate, releasing 
the high molecular weight resin. 
The patented technology has not 
yet been commercialized, and 
ElizaNor will most likely be look
ing for licensing partners when it is 
ready to launch. 

• In 2004, Akzo Nobel Resins continued to expand its
global reach by commissioning a state of the art resin 
plant near Shanghai, in Suzhou, China. Additionally, resin
manufacturing assets were purchased from Akzo Nobel 
Coatings in Sao Paulo, Brazil to support and expand its 
resin presence in South America. Globally, a number of 
new products were introduced, including new high per
formance self-crosslinking emulsions, water and solvent
borne acrylic polyols, rheology modified resins, and a 
number of new amino resins. "2005 will bring the exciting 
new combination of our business with New Zealand-based 
Nuplex Resins and continued efforts to 'Create the 

Solution Together' with our customers around the world," 
says Mr. Skarvan. 
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• In addition to its multiphase latex products previously
introduced to the market, BASF is continually working to 
improve and refine this technology platform. The company 
is investing in future opportunities for nanotechnology
based latex resins, and has demonstrated with early proto
types that nanoparticles can impart extraordinary strength 
and hardness with very low-VOC demand. 

• In 2003, The Dow Chemical Company opened a
converted epoxy resin facility in Zhangjiagang, China, 
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which enables the company to meet the needs of the fast
growing coatings market. "We continue to look at invest
ment opportunities in China," says Mr. Spaniol. "We are 
evaluating our expansion strategy at the Zhangjiagang fa
cility and are actively assessing the market situation to de
termine the appropriate timing and scope," he continues. 
At this point in time, Dow has no further announcements 
planned for additional epoxy resin facilities beyond its in
tentions in China. 

Dow's research and development efforts are focused on 
discovering sustainable technologies in the areas of high
solids epoxy resins, low temperature curing resins for pow
der, marine, and protective coatings, and epoxy raw mate
rials for waterborne coatings and other. applications that 
require no solvents. 

• EPS/CCA built a new grass roots emulsions plant in
Hagerstown, MD, that came on stream in April 2004. This 
plant complements the company's existing plants in 
Illinois, California, and Texas, to provide full geographic 
coverage for North America. 

EPS/CCA has introduced new technology in the area of 
water-based emulsions for masonry and cementious sub
strates. These products offer outstanding efflorescence re
sistance, are excellent at adhering to partially cured (wet) 
substrates, and also offer hot tire and chemical resistance. 
The company also launched new patented internally coa
lesced emulsions that enable existing formulations to meet 
the new stricter architectural VOC regulations without sac
rificing the use of glycol. This development allows formula
tors to maintain important properties such as open time 
and freeze thaw and still meet tough VOC regulations. 

• Johnson Polymer continues to expand its self
crosslinking acrylic emulsion technology to improve chemi
cal resistance and UV resistance. The company has devel
oped low color polyols for the automotive refinish market 
that offer improved in-can color and UV and yellowing re
sistance. 

• Lyondell Chemical Company commercialized its
Acryflow™ line of acrylic polyols in 2004. These products 
are prepared in a proprietary process using hydroxy-func
tional allylic monomers. Unlike conventional acrylics, 
Acryflow polyols maintain their functionality at a low mo
lecular weight. Consequently, coating formulators do not 
need to trade performance for lower VOCs. Also, unlike 
conventional polyols that are typically designed for a spe
cific purpose, the six Acryflow polyols are designed to be 
blended together for use in a variety of applications includ
ing high-solids, UV, and moisture-curable coatings. This 
blending approach optimizes formulation latitude while re
ducing resin inventory costs, increasing coating perform
ance, and lowering VOC content. 

Lyondell also offers styrene ally! alcohol (SAA) resinous 
polyols and a line of polytetramethylene ether glycols (PT
MEG), known as Polymeg® polyols. The company is the 
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Akzo Nobel Resin's resin plant in-Suzhou, China. 

only large-scale global manufacturer and marketer of terti
ary butyl acetate (TBAc™ solvent). Interest in this solvent 
for use in various coatings resins has increased greatly due 
to the U.S. Environmental Protection Agency's recent rul
ing excluding tertiary butyl acetate from the definition of a 
voe. 

• Mace Co. released a new line of nonhalogenated fire
retardant polyurethane dispersions (PUDs) that does not 
contain any traditional flame retardant additives like halo
gens, antimony oxides, borates, aluminum trihydrates, or 
phosphates. The company has also been developing PUDs 
that contain nanoparticles and NMP-free PUDs to meet the 
needs of the European marketplace. 

Macekote HFR 321 is a fully reacted, aliphatic fire-retar
dant based on a hybrid polyurethane technology that is 
supplied as a fine particle dispersion in water. The product 
is a high performance, solvent-resistant polymer with ex
cellent adhesion to difficult substrates like EPDM rubber 
and vinyl. 

Macekote ST 444 is a low particle size, aliphatic, aque
ous polyurethane that is part of Mace's new Smart series of 
resins engineered specifically for wood floor finishes and 
other similar markets where application techniques, sub
strates, and ambient conditions will vary. Even when han
dled by less experienced applicators in less than perfect 
conditions, finishes compounded with Smart urethanes 
have the best chance to properly defoam, flow, and level 
with good results. ST 444 is also a very hard urethane that 
will yield clear, glossy, dry films with good adhesion and 
superb alkali and solvent resistance. 

Macekote NT 447 is an aliphatic, fine particle size, 
aqueous polyurethane that successfully incorporates nan
otechnology for greatly enhanced chemical and abrasion 
resistance in high-performance wood finishes, automotive 
coatings, and similar applications. Coatings made with NT 
447 consistently outperform single package urethanes as 
well as many crosslinked systems with superb alkali and 
solvent resistance and clear, glossy, dry films that are ex
tremely hard but not brittle. 
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